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Abstract: Agriculture has been back bone of Indian Economy for several centuries.  Indian Agriculture 
is heavily dependent on rainfall which largely occurs during monsoon season of above two and half 
months.  The abnormal behaviour of monsoon may cause natural disasters such as scarcity conditions or 
drought, floods, cyclones etc.  Nearly two-thirds of the cropped acreage is vulnerable to drought, in 
different degrees.  On an average 12 million hectares of crop area is affected annually by these calamities 
severely impacting the yields and total agricultural production.   
Agricultural production is an outcome of biological activity which is highly sensitive to changes in 
weather.  Important weather variables such as, temperature, humidity, rainfall, wind etc., influence the 
biological process directly or indirectly.  All these result in partial loss on yield sometimes complete crop 
failure and reduced income for farmers.   
As if all this is not enough, the sword of uncertain agricultural prices always hangs on the farmers fate.  
As a consequence, farm incomes fluctuate violently from year to year.  These variations in income are 
referred to as risk.  So, the agriculture sector is characterized by high exposure to risk, often but not only 
coming from climatic events but also from different types of risks.  Insurance schemes are another tool 
used to pool risks. 
Crop Insurance is a tool for protection against loss or damage to crops due to natural calamities and 
other specified non-preventable risks.  It is a financial mechanism in which, the uncertainty of loss in 
crop yields minimized by pooling large number of uncertainties that impact on crop yields. So that, the 
burden of loss can be distributed.   
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Introduction: Agriculture has been back bone of Indian Economy for several centuries.  Indian 
Agriculture is heavily dependent on rainfall which largely occurs during monsoon season of above two 
and half months.  The abnormal behaviour of monsoon may cause natural disasters such as scarcity 
conditions or drought, floods, cyclones etc.  Nearly two-thirds of the cropped acreage is vulnerable to 
drought, in different degrees.  On an average 12 million hectares of crop area is affected annually by 
these calamities severely impacting the yields and total agricultural production.   
 
Agricultural production is an outcome of biological activity which is highly sensitive to changes in 
weather.  Important weather variables such as, temperature, humidity, rainfall, wind etc., influence the 
biological process directly or indirectly.  All these result in partial loss on yield sometimes complete crop 
failure and reduced income for farmers.   
 
As if all this is not enough, the sword of uncer
As a consequence, farm incomes fluctuate violently from year to year.  These variations in income are 
referred to as risk.  So, the agriculture sector is characterized by high exposure to risk, often but not only 
coming from climatic events but also from different types of risks.  Insurance schemes are another tool 
used to pool risks. 
 
This paper helps to know:  
1. Different types of risks in agriculture sector. 
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2. Various crop insurance schemes. 
3. Different agricultural and allied insurance companies associated with crop insurance schemes. 
 
Risks in agriculture sector can be grouped into two main groups: 
1. Price risks  because of agriculture trade liberalization. 
2. Production risks  because of an adverse meteorology or other reasons (rising quality requirements 

on animals and plants diseases across borders, etc).  Climate change represents a long term issue that 
deserves an in-depth specific analysis. 

 
Some risks affecting farmers are common to most business, others are unique to farming.  The most 
important risks can be classified as follows: 

 Human Or Personal Risks: the farm operator can get health problems or even die. 

 Asset Risks: like theft, fire and other damage or loss.  Losses are generally covered by insurance or in 
case of calamity the public disaster aid may help to reduce the losses outcomes. 

 Production or Yield Risk: most of the time the weather is responsible, but it also includes risks like 
plant and animal diseases.  Yield risk is measured by yield variability.  In turn, yield variability for a 
given crop differs from region to region, while is determined by the soil type, the climate and the 
production method.  Regarding livestock sector the risk is less considerable, because weather has a 
smaller influence. 

 Price Risk: is the risk of falling or raising prices after a production modification has been done. 

 Institutional Risk: is associated with policy changes which intervene with agricultural issues and that 
can have a negative impact on farm revenue. 

 Financial Risk: depends from the possible increase of interest of a mortgage, insufficient liquidity and 
loss of equity. 

 
Risks are insurable, if certain conditions are fulfilled. 
1. The insurer and the insured have the same information as regards the probability of a bad outcome.  

This is normally not the case; the main problems are moral hazard and adverse selection. 
2. Risks should be independent across insured individuals.  If risks are systemic (dependent), special 

measures have to be taken in order to make insurance solutions viable. 
3. Calculable: In order to fix the premium rates, the insurance company must be able to calculate the 

chance or loss so, the average frequency and the average severity of loss.  Actual losses occurring 
must be determinable and measurable. 

4. Premia must be affordable. 
 
Crop insurance is one alternative to manage risk in yield loss by the farmers.  It is the mechanism to 
reduce the impact of income loss on the farmer.  Crop Insurance is a tool for protection against loss or 
damage to crops due to natural calamities and other specified non-preventable risks.  It is a financial 
mechanism in which, the uncertainty of loss in crop yields minimized by pooling large number of 
uncertainties that impact on crop yields. So that, the burden of loss can be distributed.   
 
There are two broad categories of crop insurance.  1) Crop yield insurance and 2) Crop revenue 
insurance. 
1) Crop yield insurance:  There are two main classes of crop yield insurance. 
Crop hail insurance: This is among the earliest forms of hail insurance from an actuarial perspective.  It 
is possible to implement the hail risk into financial instruments since the risk is isolated.   
Multi peril crop insurance (MPCI): Coverage in this type of insurance is not limited to just one risk.  
Usually, multi peril crop insurance offers hail, excessive rain and drought in a combined package.  
Sometimes, additional risks, such as insect or bacteria related diseases are also offered.   
2) Crop revenue insurance: Crop yield ti
revenues, crop revenue insurance is based on deviation from the mean revenue.   
 
History of crop insurance in India:  In a country like India, where crop production has been subjected to 
vagaries of weather and large scale damages due to attack of pests and diseases.  Crop insurance assumes 
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a vital role in the stable growth of the sector.  In 1965, the Central Government introduced a crop 
insurance bill and circulated a model scheme of the crop insurance on compulsory basis to constituent 
State Governments for their views.  The bill provided for the Central Government framing a re-insurance 
scheme to cover indemnity obligations of the States.   However, because of very high financial 
obligations, none of the States accepted the scheme.  Agricultural price commission set up in July, 1970 
for full examination of the economic, administrative, financial and actuarial implications of the subject.   
 
Crop insurance schemes: There are different types of crop insurance schemes available in India.   

 NAIS  National Agricultural Insurance Scheme. 

 WBCIS  Weather Based Crop Insurance Scheme. 

 MNAIS  Modified National Agricultural Insurance Scheme. 

 Bio  Fuel Tree/ Plant Insurance. 

 Cardamom Plant and Yield Insurance. 

 Coconut Palm Insurance Scheme (CPIS). 

 Potato Crop Insurance. 

 Pulpwood Tree Insurance Policy. 

 Rainfall Insurance Scheme for Coffee (RISC)  2011. 

 Rubber Plantation Insurance. 

 Varsha Bima/ Rainfall Insurance. 

 Weather Insurance (RABI). 
 
We present here a brief description of selected field crop related insurance products, namely, NAIS, 
WBCIS, Varsha Bima, 2005, Wheat Insurance etc., 
 
NAIS  National Agricultural Insurance Scheme: Keeping in view the demands of States for 
improving scope and contents of CCIS, a broad-based National Agricultural Insurance Scheme (NAIS) 
has been introduced in the country from Rabi 1999-2000 with the following objectives. 
a) To provide insurance coverage and financial support to the farmers in the event of failure of any of 

the notified crop as a result of natural calamities, pests and diseases. 
b) To encourage the farmers to adopt progressive farming practices, high value inputs and higher 

technology in Agriculture. 
c) To help stabilize farm incomes, particularly in disaster years. 
 

WBCIS  Weather Based Crop Insurance Scheme: Weather Based Crop Insurance Scheme (WBCIS) is 
a unique weather based insurance product designed to provide insurance protection against losses in 
crop yield resulting from adverse weather incidences.  In provides payout against adverse rainfall 
incidence (both deficit and excess) during Kharif and adverse incidence in weather parameters like frost, 
heat, relative humidity, un-seasonal rains etc. during rabi season.  As such, it is not yield guarantee 
insurance.  WBCIS has been piloted over the years are Andhra Pradesh, Bihar, Chhattisgarh, Gujarat, 
Haryana, Karnataka, Madhya Pradesh, Maharashtra, Punjab, Rajasthan, Uttar Pradesh etc. 
 
Varsha Bima-2005: Nearly two thirds of Indian agriculture is heavily dependent on unpredictable and 
uncertain natural factors, particularly rainfall. Studies have established that rainfall variations account 
for more than 50% of variability in crop yields. Although there is no way of controlling weather-factors, 
there is now a hope of mitigating the adverse financial effects that rainfall can have on the rural 
economy, particularly farm incomes through insurance. Varsha Bima covers anticipated shortfall in crop 
yield on account of deficit rainfall.   
 
Varsha Bima is voluntary for all classes of cultivators who stand to lose financially upon adverse 
incidence of rainfall. Varsha Bima is meant for cultivators for whom NationalAgricultural Insurance 
Scheme (NAIS) is voluntary. The insurance operates during June to September for short duration crops; 
June to October for medium duration crops; and June to November for longer duration crops. Further, 
these periods are state-specific. In case of Sowing Failure option is from 15th June to 15th August. A 
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cultivator can buy Varsha Bima only up to 15th June for sowing failure option and 30th June for other 
options. 
 
Rabi Weather Insurance: Weather Insurance (Rabi) is a mechanism for providing effective risk 
management aid to those individuals and institutions likely to be impacted by adverse weather 
incidences. The most important benefits of Weather Index Insurance are: 
a. Trigger events like adverse weather events can be independently verified and measured. 
b. It allows for speedy settlement of indemnities, as early as a fortnight after the indemnity period. 
c. All growers, be it Small /Marginal; Owners or tenants/Sharecroppers can buy the weather insurance. 
 
Wheat, Mustard, Gram, Potato, Masoor, Barley and Coriander are the major Rabi season crops mostly in 
the states of UP, MP, Maharashtra and Rajsthan. These crops are extremely vulnerable to weather 
factors, such as excess rainfall, frost, and fluctuation in temperature etc. 

 
Wheat Insurance Policy: Wheat insurance policy is a unique technology based insurance product 
combining crop vigour / biomass (Normalized Difference Vegetative Index - NDVI) and weather 
(temperature / rainfall) parameters. The NDVI component of cover measured at peak vigour stage 
provides effective risk management aid to those wheat growers who are likely to be impacted by poor 
growth of the crop arising out of non-preventable natural factors. It is insurance against the likelihood 
of diminished wheat yield resulting from lower NDVI within the specified taluka preferably during 
February and/or high temperature consecutively for specified number of days above specified levels in 
1st and / or 2nd fortnight of March as measured at RWS. 
The insurance is linked to biomass triggers. Trigger events could be measured using high technology 
standards based in satellite imagery from remote sensing technology which could be independently 
verified and measured, and accurate and allows for speedy settlement of indemnities even before the 
crop is ready for harvesting. 

 
Agricultural and allied insurance companies associated with crop insurance schemes are: 
National Insurance Company Limited: National Insurance Company Limited was incorporated in 
1906 with its Registered office in Kolkata. Consequent to passing of the General Insurance Business 
Nationalization Act in 1972, 21 Foreign and 11 Indian Companies were amalgamated with it 
and National became a subsidiary of General Insurance Corporation of India (GIC) which is fully owned 
by the Government of India. After the notification of the General Insurance Business (Nationalisation) 
Amendment Act, on 7th August 2002, National has been de-linked from its holding company GIC and 
presently operating as a Government of India undertaking.  
National Insurance Company Ltd (NIC) is one of the leading public sector insurance companies of India, 
carrying out non life insurance business. Headquartered in Kolkata, NIC's network of about 1000 offices, 
manned by more than 16,000 skilled personnel, is spread over the length and breadth of the country 
covering remote rural areas, townships and metropolitan cities. NIC's foreign operations are carried out 
from its branch offices in Nepal. 
Befittingly, the product ranges, of more than 200 policies offered by NIC cater to the diverse insurance 
requirements of its 14 million policyholders. Innovative and customized policies ensure that even 
specialized insurance requirements are fully taken care of the paid-up share capital of National is Rs.100 
crores.  
 
The New India Assurance Co Ltd.: Established by Sir Dorab Tata in 1919, New India is the first fully 
Indian owned insurance company in India.  
New India was a pioneer among the Indian Companies on various fronts, right from insuring the first 
domestic airlines in 1946 to satellite insurance in 1980. The latest addition to the list of firsts is the 
insurance of the INSAT-2E. 
With a wide range of policies New India has become one of the largest non-life insurance companies, 
not only in India, but also in the Afro-Asian region. 
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The Oriental Insurance Company Ltd.: The Oriental Insurance Company Ltd was incorporated at 
Bombay on 12th September 1947. The Company was a wholly owned subsidiary of the Oriental 
Government Security Life Assurance Company Ltd and was formed to carry out General Insurance 
business. The Company was a subsidiary of Life Insurance Corporation of India from 1956 to 1973 ( till 
the General Insurance Business was nationalized in the country). In 2003 all shares of our company held 
by the General Insurance Corporation of India has been transferred to Central Government. 
The Company is a pioneer in laying down systems for smooth and orderly conduct of the business. The 
strength of the company lies in its highly trained and motivated work force that covers various 
disciplines and has vast expertise. Oriental specializes in devising special covers for large projects like 
power plants, petrochemical, steel and chemical plants. The company has developed various types of 
insurance covers to cater to the needs of both the urban and rural population of India. The Company 
has a highly technically qualified and competent team of professionals to render the best customer 
service. 

 
Measures To Create Awareness Among The Farmers Regarding Crop Insurance Schemes: 
1. Market research of the risks faced by the farmers has to be done.  So, that the actual demand of the 

crop insurance can be assessed.  This is not only will spread the awareness about various insurance 
schemes available, but will also help the insurers to actually know the kind of risks, these people are 
facing. 

2. If the farmers are already using some of the insurance products, then the insurance should also try to 
know the satisfaction level of the existing products they are using. 

3. The amount of premium to be paid should be set according to the income these people receive or the 
mode of premium should match their mode of receiving income. 

4. Panchayats and local groups should be involved at the time of claim payment as well as in educating 
people. 

5. Claims cheques should be distributed at publicly held functions to create awareness of insurance.   
6. The schemes and advertisements should be displayed on the village walls that too in local languages. 
7. Insurance companies should tie up with rural retail chain distribution for the distribution of 

insurance products.   
8. Promote group insurance mechanism linking premium with bank loans, and proper monitoring to 

improve effective operation of insurance schemes. 
 
Conclusion: As regards insurance practices, some of the improvements need to be carefully considered 
before incorporating in the programme.  This requires renewed efforts by the government in terms of 
designing appropriate mechanisms and providing financial support to agricultural insurance 
programme.  Providing of similar support to the private sector insurers would help in increasing the 
insurance coverage and improving the viability of insurance schemes over time.  With improved 
integration of the rural countryside and communication network, the unit area of insurance could be 

Insurance products for the rural areas should be simple in 
design and presentation so that they are easily understood.  There is lot of interest in the private sector 
to invest in general insurance business.  This opportunity can be used to assign some reasonable targets 
to various general insurance companies to cover agriculture insurance and to begin with, it could be 
equal to the share of agriculture in the national income. 
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